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Indiongpoie- & Marion Conniy

October 17, 2005

Ms. Cindy Cade

Area Vice President

Comcast Cablevision of Indianapolis, Inc.
5330 East 65 Street

Indianapolis, Indiana 46220

Dear Cindy:

As you are aware, Comcast is not in compliance with the FCC’s Customer Service Standards for
the third quarter of 2005 for telephone answer time in handling calls 90% of the time in 30
. seconds or less. The City of Indianapolis, by ordinance (851-501(a)), has adopted the FCC’s
w Customer Service Standards. Of those standards, 76.309 (i) and 76.309 (iv) Comcast is presently
not in compliance for the last quarter measured. We base this on numbers you have presented to
the City in Comcast’s monthly report for July-September 2005 reflecting the third quarter ending.

For that third quarter ending, Comcast noted that it was at 75.01% on calls answered in 30
seconds or less (the FCC standard is 90%).

Additionally, Comcast’s busy rate of 4.8% for the third quarter ending was in non-compliance as
it was above FCC standard of 3%.

Per the Revised City Code (851-602 c), Comcast has 30 days in which to cure its non-
compliance.

The City of Indianapolis thanks you in advance for your att

Director/Cable Communications Agency

m cC Cable Franchise Board
Jonathan Bryant

i 200 East Washington Street Suite G-19, Indignapalis, IN 46204, Phone: (317) 327-4529, Fax: (317) 327-5399, Email: cable@inctdirect.net, Website: wiww.indygov.org/cable
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October 14, 2004

Mr. Buz Nesbit

Area President

Brighthouse Networks

3030 Roosevelt Avenue
Indianapolis, Indiana 46218

Dear Buz:

Recent data collected by the Cable Communications Agency indicates that Brighthouse
Networks of Indianapolis is in violation for the third quarter of certain articles of the FCC
Customer Service Standards which are incorporated by City Ordinance 851 (see 851-
501(a)} into Brighthouse’s 1996 franchise agreement (see Section 10.05) with the City of
Indianapolis.

In the Federal Communication Commission’s Code of Regulations, Section 76.309 (B)(ii)
reads with regard to telephone answer time with their customers that the cable operator
shall meet ‘these standards no less than 90% of the time under normal operating
conditions, measured on a quarterly basis™. The National Cable Television Association
(NCTA) requirements in this area mirror those of the FCC.

For the 3rd quarter of 2004, Bright House Networks had a telephone answer time average
of 80.63%.

The City understands that Bright House has recently undergone some billing changes that
may, in part, be contributing to the lack of compliance with the FCC Standards.

The City also takes note and is extremely encouraged by the detailed information that
Bright House provided at a recent meeting.

Because the City has adopted the FCC Customer Service Standards, the City advises that
Bright House Networks of Indianapolis cure these violations within 30 days upon receipt
of this notice.

200 East Washington Street Suite G-19, Indianapolis, IN 48204, Phone: (317) 3274529, Fax: (317) 327-5399, Email: cablefdinetdicect. net, Website:

www.indygov. org/cable
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October 25, 2004

Certified Mail/Return Receipt Requested
Article No. 7002 0510 0000 8244 8263

Rick Maultra, Director

Cable Communication Agency
200 E. Washington St, #G19
Indianapolis, IN 46204

Dear Mr. Maultra:

We are in receipt of your letter determining our third quarter 2004 statistics fell below the 90%
answer rate on incoming phone calls within 30 seconds.

As we forewarned you and the board during the last few meetings, we have been focusing on
improving our processes and indeed we are seeing improvements in the fourth quarter. As
discussed, our call length per transaction has increased due to our billing upgrade and
conversion. We expect that variable to decrease within the next few months as our call center
agents improve their comfort with the new billing system and our customers become familiar
with our new billing statement. We also expect the volume of calls to become more staggered
throughout the month as we increased the total number of billing cycles with the conversion.

However, even with the high call volume and the increased talk time we are making operational
changes to improve on the customer experiences with us. Some of those changes are:

1. We are providing ongoing daily "needs" training to our customer service personnel.

2. We are continuing to monitor CSR phone calls and traffic levels, which help us to
provide to the call center personnel, the correct training modules.

3. We have made modifications to our call center staffing so that we can concentrate our
labor to periods of the day when call volume is at its highest.

4. We have identified a vendor and software for workforce scheduling, and should have that
work tool in place by the first of the year.

5. We have added up to seven temporary message takers, so that we may return calls to
customers when peak call times are Jower.



Mr. Rick Maultra
October 25, 2004

Page 2

With all of this effort, we feel we will soon be back on track even in this extraordinary burden of
a billing conversion, but as we have stated, it is our expectation that this process which began in
August, may take up to six billing periods. We hope it may be even sooner, but in the spirit of
good communication and cooperation between the City and Bright House Networks, we do not
want you to feel mislead that this is an easy period - and no different than what other systems
experience during such a conversion. It takes time and effort to retrain our people, but the long-
term benefits of the work we are doing will outweigh the short-term stress of the conversion. As
the quarter goes on, be assured that we will continue to keep you informed of our progress.

Thank you for the opportunity to explain the unique operating conditions that we are currently
experiencing.

Sincerely,

.

Z,

Othor (Al) Aldridge,
Director Division Public Affairs

Cc: Buz Nesbit
Steven Gerber, Sabin, Bermant & Gould
Cable Franchise Board Members
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TIME WARNER
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March 23, 2001

Rick Multra

Director

Cable Communications Agency
200 East Washington

City County Bldg. Rm. G-19
Indianapolis, IN 46204

Dear Rick,

This is in response to your letter to Buz Nesbit dated March 13, 2001 concerning
compliance with our phone center standards. Buz and I have discussed this issue several
times and he asked me to respond.

You are correct that our increased call volume is mainly due to customers requesting
installation or service for our new digital service. While we have hired many new phone
center reps in anticipation of the increased calls (27 new representatives since October),
we have not been able to retain the number of reps critical to meeting our standards.

Finding and retaining qualified phone representatives has been extremely challenging and
we are finding that less than half of the personnel we hire make it through our seven
week training and first month on the floor.

We recognize that whatever the obstacles, we must provide a staffing level that enables
us to be available and responsive to our customers, and meet the 90% standard.

Here is what we are doing to improve:

We have recently employed seven temporary agency employees to act as message
liaisons to our qualified representatives. This helps get our customers away from
spending time on hold or getting a busy signal. We have also graduated a class of
another six representatives last week and they will work high volume days and dayparts.
We will begin a new training class on March 26, 2001 and our goal is to begin that class
with another fifteen new representatives and follow that with another class in mid May.

A fune Warner Entertainniens - Advance/Newhowse Company » We Guanontee Owr Service



3030 Rovsevelt Avenue
fdianapolis, IN 46215
(317)632-22%8
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TIME WARNER
CABLE

After a very rugged early March, we believe we have reduced our customers
inconvenience and believe we can maintain at least our current level of access. That
level, however does not translate into a 90% service level at this time. As we build up
our staffing our ability to consistently achieve the 90% standard will increase. We ask
for some consideration from your office to allow us a two to three month improvement
period to consistently meet the 90% mark. Please know that during this period we will
use whatever temporary resources necessary to provide our customers with adequate
access to get their questions or problems handled.

As you know, please call me at 632-9077 x311 with any concerns or questions.
Sincerely

Lo (et

Ray Pawulich
Vice President of Customer Operations

RP/jf

A Time Wrner Entertainnent Advance/Newlionse Compeany v We Guarantee Ohr Service
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Comcast Cablavision
of indianapofis, Inc.
T390 Bast 65 Streel

W PO. Box 20911
Indianapolis, IN 46220
317-872-2225

COMCAST®
June 11, 1999

Mr. Rick Maultra

Director

Cable Communications Agency
City of Indianapolis

City-County Building

200 E. Washington Street

Suite G-19

Indianapolis, Indiana 46204-3372

Dear Rick:

I found your lettcr of April 28, 1999 to be very encouraging; it appears as though the only
issue about which you still bave questions is Comcast’s ability to answer cails in 30
seconds or less.

” As you are aware, our ability to meet the FCC’s stringent customer service standard has
been hampered recently by our conversion to a new billing system. This conversion has
caused problems on several levels. Firsi, there was the issue of training employees 1o use
the new system. This required Comeast to remove customer service representatives
(CSRs) from their normal dutics prior to the December 1998 conversion date, and even
for a short time after that date. This left fewer CSRs staffing the phones to handle the
call volume. Second, there is always a learning curve whenever you introduce a new tool
to a workforce. It took time for our CSRs to navigate their way through the billing
system which, consequently, meant each cal} took longer than usual. Third, the fact that
some customers received bills for December and January within 10 days of each other led
{o confusion among those customers as to whether they were being double billed (they
were not). The result was a much higher call volume than had been experienced in
previous months. Fourth, there were problems with computer hardware that we did not
anticipate, lcading to extraordinarily slow response times from the billing system.

As each of these problems occurred, we took immediate steps to cure the problem and
kept your staff and the Cable Franchise Board informed along the way. Although we
have informed you of our remedics during past Board meetings and in previous written
communications, I would like to again explain to you how we attempted to correct each
problem.
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Whenever we havc been short-staffed in the call center, due to training or any other
reason, we have used employees from our marketing, audit, technical and installation
departments to help staff the phones. This, of course, was only expected to be a short-
term solution. To correct the problem in the long-term, we began an aggressive
advertising campaign in January o help us recruit potential CSRs. That campaign,
consisting of advertiscments in The Indianapolis Recorder, NUVO, The Indianapolis
Star, La Ola Latino-Americuna, and our cable television networks, has resulted in 26 new
CSRs staffing our phone lines and a net increase of four CSRs, We continue to interview
candidates for training classes that will begin soow.

We knew that some customers would receive bills for two months of service within 10
days of each other and anticipated that it would result in increased call volume. We tried
to minimize the impact of those calls by placing a message on our automated response
unit (ARU) explaining the situation. We hoped the message would answer all customer
questions and they would not need to speak to a CSR. However, many customers felt the
need to remain on held te ask further questions. Placing messages on our ARU is a
method of communicating with custorners that we have found to be very effective in the
past. We place messages to inform customers of outages, problems with pay-per-view,
channel realignments, etc, Oftentimes, the message provides enough information to
answer the customer’s questions and they will hang-up before being connected to a CSR.

Finally, we have replaced computer and telecommimications hardware, enabling our
CAEs to navigate through the new billing system at much faster speeds. The mainframe
computer that runs the Indianapolis syster in thc Comcast billing center was replaced in
May. The digital addressable controller, another piece of computer hardware, was also
replaced at the end of May. Upgrading this equipment has improved the reliability of the
computer systems and increased processing speed, allowing us to better serve our
customers.

Regarding your suggestion that perhaps we should add another T1 line, Comcast
currently has 46 phone lines coming into the call center. Forty-three of those lines are
dedicated to handling incoming customer calls. If Comcast were to add a T1 line, more
customers could get through when lincs would otherwise be busy, reducing our busy rate.
It does not mean, however, that more calls would be answered in 30 seconds or less. In
fact, it would have the opposite effect, as callers who would receive a busy signal under
our current system would instcad be placed on bold if more lines were available.
Comcast is in compliancc with the FCC standard for percentage of time all trunks are
busy (busy ratc). Therefore, it is not necessary to add another T1 line.

Comcast will comply with your request to provide a monthly customer service report
which takes into account all considerations allowed by the FCC (i.e., weather conditions,
phone outages, etc.). We will also continue to report the customer service statistics
without those considerations. This will give the Board a true representation of Comcast’s
service level as well as the information they need to determine whether we are in
compliance with FCC standards. Unlortunately, we do not have the data required to
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compile reports for months past. We will only be able to pravide the information on a
going-forward basis, beginning with June 1999,

Comeast takes customer service very seriously, In fact, we believe providing quality
customer service is as important as meeting the 90 percent service level established by
the FCC. Currently, we are open 24 hours a day, seven days a week. We could actually
improve our service level percentage by closing our call center after hours and on
weekends and allowing customer calls to be answered by a machine. We also strive to
answer every question a customer may have, no matter how long we must stay on the line
with that custorner. Again, we could improve our service level percentage by training our
CSRs to complete calls more quickly whenever customers are on hold. I mention this
only to illustrate that quality customer service cannot be measured by service level and
busy rate alone.

We have improved in recent months — our service level has risen every month this year
and we met the FCC standard for busy rate in April and May. Still, we face severa]
challenges in the months ahead. We continue to make improvements in order to meet our
goals.

Sincerely, i

David A. Wilson
Arca Vice President

cc: Carlton Curry
Charlie Hilttmen
David Leonard
Stu Rhodes
Steve Nelson
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annual investigation into the state of video competition arguing that “{tlhe single biggest obstacle to
widespread competition in the video services market is the requirement that a provider obtain an

individually negotiated local franchise in each area where it intends to provide service.”” In its
comments, Verizon contends that the local franchising process impedes cable competition in the
following ways: (1) it “forces a new entrant to telegraph its deployment plans to the incumbent video
competitor,” thereby “allow[ing] the incumbent not only to take steps to prolong the franchise process and
delay the onset of competition, but also to entrench its position in the market before the new entrant has
the opportunity to compete;™ (2) it “simply takes too long,” as a result of “factors such as inertia, arcane
or lengthy application procedures, bureaucracy or, in some cases, inattentiveness or unresponsiveness at
the LFA level;! (3) it triggers so-called “level playing field” laws, “which require the new entrant to
build-out and serve an entire franchise area on an expedited basis or to match all of the concessions
previously provided by the incumbent in order for it to gain its original monopoly position in the local
area, despite the vastly different competitive situation facing the new entrant; and (4) it involves
“outrageous demands by some LFAs,” which “are in no way related to video services or to the rationales
for requiring franchises.”*

6. The efficient operation of the local franchising process is especially significant with
respect to potential new entrants with existing facilities, for a number of reasons. First, because they seek
to provide video programming to large portions of the country, they contend that the sheer number of
franchises they first must obtain serves as a competitive roadblock. Verizon, for example, has stated that
it would have to negotiate with more than 10,000 municipalities in order to offer service throughout its
current service area.” Second, because the existing service areas of potential new entrants with existing
facilities do not always coincide perfectly with those covered by incumbent cable operators’ franchises,
they argue that build-out requirements demanded by LFAs create disincentives for them to enter the
marketplace.” We note that SBC has told investors that Project Lightspeed, an “initiative to expand its
fiber-optics network deeg)er into neighborhoods to deliver SBC U-verse™ TV, voice and high-speed
Internet access services,”® will be deployed to approximately ninety percent of its “high-value,” seventy

(...continued from previous page)

securing agreements from several LFAs “could delay competitive wireline video service entry for years”);
Comments of BellSouth Corp., et. al., MB Docket No. 05-255 at 3 (filed Sept. 19, 2005) (stating that, on average, it
takes eleven months to finalize a franchise agreement and that in some cases it has taken three years to conclude
negotiations); id. at 6 (arguing that the franchising process is “costly, time-consuming, and susceptible o abuse bya
variety of parties, but especially by incumbent cable operators which have every incentive to use all measures to
delay or burden new entrants through regulatory gamesmanship™).

* Comments of Verizon, MB Docket No. 05-255 at 6 (filed Sept. 19, 2005).
" 1d at7-8.

N 1d. at 8.9,

2 1d. at 9-12.

Y Id. at 1214,

* David Ranii, Options abound for phome TV, THE NEWS & OBSERVER, Jul. 28, 2005, available at
hitp.//www.newsobserver.com/business/technology/story/2633725p-9070222¢ html (visited Sept. 15, 2005) (stating
that “if Verizon offered TV service in every market it now offers phone service, [the alternative to federal or state
legislation] would be to negotiate with more than 10,000 municipalities”).

¥ See, eg., Linda Haugsted, Franchise War in Texas, MULTICHANNEL NEWS, May 2, 2005 (noting that, although
Verizon has negotiated successfully a cable franchise with the city of Keller, Texas, “it will not build out all of
Keller: It only has telephone plant in 80% of the community. SBC serves the rest of the locality™).

¥ News Release, SBC CIO Confirms Project Lightspeed Timing, Milestones at Analyst Conference, Nov. 3, 2005,
available at http://www.sbc.com/gen/press-room‘.’pid=4800&cdvn=news&ncwsarticleid=21874 (visited Nov. 9,
2005).
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Records Indicate Bells Engaged in 'Astroturf' Lobbying

Monday November 7, 11:45 am ET
Creation of Faux Consumer Groups Designed to Influence Pending Legislation

WASHINGTON, Nov. 7 /PRNewswire/ - An examination by Larstan Business Reports of publicly available
documents indicates that certain "independent groups” claiming to represent consumer interests are actuaily
undercover stalking horses for the special interests of the large phone companies.

The Bell telephone companies are pushing Congress to repeal anti- discrimination rules in the 1984 Cable Act.
Those rules prohibit discrimination, within a service territory, by any communications company that provides cable
television service. The Bell telephone companies - anxious to get into the television services industry - are asking
Congress to repeal these and other rules which empower local governments to protect their communities. Similar
bills also are being considered in several states, including California, New Jersey, Michigan, Virginia, and elsewhere.

The Bells have made clear that they intend to deploy new fiber networks capable of delivering video services mostly
to weaithy neighborhoods. SBC Communications told Wall Street investors that it intended to rolt out the new network
almost entirely for their "high value” customers while redlining most of their "low value” customers. Verizon has
announced a similar business plan for its new fiber roliouts. Both companies have come under widespread criticism
from civil rights leaders, including C. Delores Tucker in a recent op-ed in The Washington Post.

As the political arm-twisting gets underway, the record reveals inconsistent arguments from four highly visible groups
in particular: the Internet Innovation Alliance (I1A); Consumers for Cable Choice (CCC); Frontiers of Freedom {FOF);
and the Phoenix Center for Advanced Legal and Economic Public Policy Studies.

For years, these four organizations warned that the Bell companies were dangerous monopolies prone to act in a
manner that's contrary to the public interest. The rhetoric often was strident: "The Bell companies are building a coffin
to bury the competition that has managed to surface in consumer telecom services and they want the FCC and
Congress to help them,"” stated CCC president Robert K. Johnson, in a press release, Oct. 15, 2002.

Now that the Bells have bought the corporate sponsors of these groups, these four one-time nemeses have become
the Belis' shills. Here's merely one example of this newly found affection for the public policy positions of the Bells,
found on the CCC's web site: "Unlike phone rates, which have been subject to intense consumer competition in the
past decade, cable rates have increased steadily since 1996, and service quality complaints persist.”

For years, CCC and the others advocated strict regulation of the Bell phone companies because of the lack of
competition and rising phone rates. Now these groups are arguing that the Bells shouid be deregulated while their
competitors should not. With a straight face, they argue that tilting the regulatory landscape in the Bells' favor will
release their entrepreneurial energy, to the benefit of everyone. The record of these contradictions speaks for itself,
by examining the public statemenis from these groups, before and after the announcement that AT&T and MCI were
being acquired by Baby Bells' SBC Communications and Verizon, respectively.

A Long Record of Paolicy Flip-Flops

m In the biggest monopoly bust-up since Standard Oil, federal antitrust reguiators in 1984 split up AT&T (the venerated
Ma Bell) into the long distance company and seven local monopolies. The 1996 Telecommunications Act set in place

http://biz.yahoo.com/prnews/051107/phm020.html?.v=30&printer=1 11/9/2005
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rules to encourage competition in the local markets by giving AT&T, MCI and other competitors wholesale access to
the monopoly networks of the Bell companies under the theory that the Bell facilities were ratepayer financed and
that market entry was otherwise impossible. In 2004, the Belis effectively won the repeal of those rules, and earlier

this year SBC acquired AT&T for $16 billion and Verizon acquired MC for nearty $8.5 billion.

The hypocrisy of the four pressure groups runs long and deep. Below are specific examples of these groups’ "about-
face” arguments, with explanations of why their statements constitute a reversal:

-- Internet Innovation Alliance (lIA}):

Before: "SBC’s charging of higher fees to VolP providers ... is discriminatory in nature and is a dangerous first step
toward eradicating the vast array of benefits services like VolIP will provide to consumers. VolP promises great
consumer benefits provided it remains unburdened by regulations and access fees ... SBC apparently missed the
memo or chose to ignore it in the face of larger profits.” - llA press release, November 30, 2004.

After. "This increased video competition is very much needed. Since 1996, cable rates have increased 45 percent, or
nearly three times the rate of inflation. Internet-delivered video offerings - Internet Protocol Television (IPTV) as it's
cailed - should bring the same downward pressure on these prices as competitive alternatives in voice telephony and
broadband access.” - "On telecom, Texas is set to bring on competition,” August 31, 2005:
hitp:/www.internetinnovation.org/news/083105.shtml.

Explanation: lIA shifts its focus from opposing rules that enrich the Bells at AT&T's and other Bell competitors’
expense, to advocating rules that enrich the Bells.

-- Internet Innovation Alliance

According to cable executives, the HlA approached them seeking support for this organization, which cable executives
were told was a front group for Bell competitors. They merely wanted the cable companies to join to provide the
appearance of "added legitimacy.”

Earlier, the A publicly derided the Bells for seeking to keep in place "legacy access charges and subsidies” on
companies offering competitive phone service. Today, not only is liA utterly silent about these Bell subsidies, but the
group actually advocates Bell entry into video services on terms that favor them over other competitors - terms which
call for an end to local oversight and anti-discrimination strictures that other competitors must observe.

In attempting to justify their position as to why telephone companies should now be given favored treatment, IIA
sheepishly explained that "[applying the same rules to telephone companies] makes no sense today, particularty for
businesses that already pay local taxes and have relationships with the tocal authorities, such as the phane
companies.” - "On telecom, Texas is set to bring on competition” (see link above),

-- Consumers for Cable Choice (CCC):

Before; "Competition left in the hands of a Bell monopoly is not competition at all ... Through anti-competitive tactics,
the Bells have succeeded in stifling competition and maintaining their stranglehold on telecom consumers across the
country.” - Robert K. Johnson, Consumers’ Voice press release, March 22, 2001,

After: "Companies that already have one franchise to operate networks should not be required to obtain a second
franchise to offer video services. Telecommunications carriers already have the rights-of-way and franchises to reply
and operate networks in each state where they are deploying their advanced networks.” - posted on CCC web site.

Explanation: The first statement is a clear endorsement of strict regulation of the Bells; the second one is against Bell
regulation.

Ironically, the Bells already had criticized CCC chief Robert K. Johnson, for being the leader of a fake front group.
Verizon ousted Johnson as a paid AT&T advocate before the merger.

Here are the words of a Verizon executive, in a newspaper letter to the editor, seeking to expose Johnson as a fraud.
"Consumers’ Vioice . . . should realiy be named "AT&T's Voice.' At a recent National Conference of State Legistatures

http://biz.yahoo.com/prmews/051107/phm020.htm1?.v=30&printer=1 11/9/2005
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meeting, a representative from this group admitted that it is entirely supported by AT&T. Moreover, Consumers’
Voice has no state chapters or affiliates. Johnson actually is an AT&T hired gun.” - William R. Roberts, president,

Verizon Maryland, inc., Cumberfand Times-News, August 22, 2002.

w During these years, Mr. Johnson pretended to be a consumer voice, but was reaily a paid lobbyist on behalf of a
corporate sponsor.

In support of federal competition ruies adopted by the FCC for the telephone industry (before the Bells fater killed

them), the organization said: "It's a great victory for consumers. Anything less would have been a catastrophe.” -
Robert K. Johnson, quoted in the article, "Local Callers Win Big," NY Daily News, May 14, 2002.

Now that the position of its corporate sponsor has shifted, so too has the organization’s policy loyalties - although it
continues to tell the world that it is a "consumers" organization with a slight name change: "Consumers for Cable
Choice.” In actuality, it has become a Bell lobbyist, funding conferences, polls and publishing op-eds, supporting the
Bell position that cails for special rules and exemptions to benefit only the Bells.

- Frontiers of Freedom {FoF):

Before: "[T]he Bells themselves are today the ultimate beneficiaries of the old "Soviet-style micromanagement of
telecom markets’ ... After benefiting from this massive government giveaway, and continuing to benefit today from
huge market subsidies financed by their competitors and consumers, it's a remarkable development that the Bells
now condemn regulation in communications.” - FoF chairman and founder, publicty released statement, February 27,
2004,

After: "This cozy arrangement is threatened by the prospects of phone companies using a new technology to make
cable customers a potentially very competitive offer. Not surprisingly, the cable companies show no signs of
welcoming IP-based competition from the likes of an SBC or Verizon. In the long tradition of regulated monopolies,
the cable companies are looking to regulators to stave off new competition instead of simply making thsir customers
a better offer.” - FoF president, statement on group's web site, May 3, 2005.

w Explanation: In the first quote, the group characterizes Bell companies as sluggish monopolies that benefit from
Socialistic handouts. The second quote characterizes Bell competitors as the anti-competitive monolith, and the Bells
as enlrepreneurs injecting choice and freedom into the market,

As made clear by the quotes above, FoF's stance toward the Bells has evoived from harsh critic into lapdog. FoF
effectively endorses the Bells' cries for regulations that will favor only the Bells and has ceased all earlier criticism of
the Bells. By arguing that the Bells are the only telecom entities that should be exempted from anti-discrimination and
tocal oversight, FoF has now accomplished more than a 180-degree change. it is leading the Bells' public policy
parade.

Referring to the existing satellite and cable industry - in which, by any objective standard, there is far more
competition than in the telephone industry - FoF today says cable’s current "cozy arrangement is threatened by the
prospects of phone companies using a new technology ... Not surprisingly, the cable companies show no signs of
welcoming IP-based competition from the likes of an SBC or Verizon.” - "The one-sided race between IP technotogy
and IF regulation,” May 3, 2005: hitp://ff.org/centers/celpr/opeds/50420050225_landrith. htm!

FoF now even champions the Bells as the new competition mavericks: "[The Bell phone companies] would be the
challengers to incumbents.” They've even paid for Bell ads on the video franchising matter. Here's an excerpt from a
print advertisement that recently ran in support of the Texas legislature’s pro-Bell bill: "Texas is pioneering a new
generation of TV and internet connections and, for the first time, consumers will have a choice."

Phoenix Center:

Before: "Increasing and protecting profits is the goal of the Bell Companies, not the altruistic promotion of consumer
benefits realized from the rapid introduction of competition into the local exchange market. Policymakers shoutd not
ignore this fact." - Phoenix report, September 2002.

m After: "Instead of extending anti-redlining and build-out requirements to new entrants, public policy can combat the
threat of a 'digital divide' and ensure more widespread deployment of advanced communications networks hy

http://biz.yahoo.com/prnews/051 107/phm020.html?.v=30&printer=1 11/9/2005
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allowing entrants the freedom to offer video with a broadband offering.” - Phoenix report, September 2005.

Explanation: The first report wams that Bell arguments in favor of dereguiation were disingenuous; the second

argues on behalf of deregulation that will favor only the Bells, saying that it would yield benefits for consumers.
w Before the SBC/ATAT and Verizon/MCI mergers, the Phoenix Center had been the Bells’ harshest antagonist,
ripping into their efforts to kill federal competition rules for the telephone industry.

As lawmakers consider telecommunications legislation that affects millions of consumers, they will hear arguments
from pressure groups. It remains unclear how the political wrangling will pan out, but one matter does remain clear:

when SBC and Verizon took over their adversaries, some so-called independent groups quickly changed their
allegiance.

Contact: Larstan Business Reports (240-396-0007, ext. 904; 301-385-721 1).

Source: Larstan Business Reports

Copyright © 2005 Yahoo! Inc. All rights reserved. Privacy Policy - Terms of Service - Copyright Policy - Ad Feedback
Copyright ® 2005 PR Newswire. All rights reserved. Republication or redistricution of PRNewswire content is expressly prohibited without the prior

writtan consent of PRNewswire. PRNewswire shall not be liable for any errors or delays in the content, or for any actions taken in reliance thereon.
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With Anti-Cable Web Ads

BY LINDA HAUGSTED

uzfing for news on the Web site
of the Secramento Bee newspaper
recently, readers were confront-
ed by an ad intended to Iweak
anyone's atiention.

The orange-on-black ad faitty
screamed  “mycablenightmare.com,”
with that Web address punctuated by a
bizarrely grinning jack-u’-lantern.

The online ad is one of several placed on
newspaper sites in California as a strate-
gy by Consumers For Cable Choice, which
describes itself as a grass-routs organiza-
tion, incorporated in June in Indiana asa
nonprolit demestic corporation suppart-
ing government reform of franchise poli-
¢y and broadband-access rules.

But the growp’s seed money comes
from the nation's two largest telephone
companies, Verizen Communications
Inc. and 5BC Comimunications Inc., both
of which are beginning ro compete with
cable systems for pay TV subscribers.

The group is backing legislative
changes sought by Verizan and other
phone companies in states such a5 New
Jersey and, soon, California.

HORROR STORIES

Internet users wha go to the “nightimare”
site are greeted with the question “Cable
treating you like a big fat rurkey?” Visi-
tors arg then solicited to pen their worst
horror stories, with the “best” bad story
earning an iPod Nano. (October's win-
neL:

acramento resident who detailed

NOVEMBER 14, 2005

Holiday-themad Web sies were posted
to get the Cansumera for Cable Cholca
message out.

his two-month ordeal getting a clear ca-
ble and a workable high-speed Internet
connection from Comeast Corp.)

Links are also provided 10 news sto-
ries on cable rate hikes, service fail-
ures and embarrassments such as the
incident this summer where a Chica-
g0 customer received a bill addressad
to “bitch dog.”

The organization is alse soliciting
support from other consumer groups
and business lobbies throughout the
country. Members have held meetings,
targeting groups such as small business-
men, relating the dire economic conse-
quences from being stranded on the
wtong side of the digital divide.

S0, to parrot the famous line from
Butch Cassidy and the Suhdance Kid,
“Who are those guys?"

Crltics of Consumers for Cable Choice
answer that question by asserting itis not
an organization spontaneously created by
adisaffected public. What it is, they say, is

a puppet for Lthe telephone industry.

Baob Johnson, president of Consumers
for Cable Choice, freely ad mits that Ver-
izoo Communications inc. provided the
non-profit with a $75,000 grant as seed
money. SBC Communications Inc. also
recently donated a similar amount, he
added. Tndividuals financially support
the group, he said, bue stressed that
none of the individuals are telephang
company executives. (The group is too
newly incorporated to have made re-
ports to the state of Indiana on jts fi-
nances.)

But despite those donations and John-
son’s long history as a telecommunica-
tions attorney, he asserts that the orga-
nization and its coalition of members
develop their own positions on hehalf
of consumers.

[elcos Feed ‘Grassroots’ Group

‘ARNOSTIC' ON TECHNOLORY

“We are agnostic as 10 the technology,”
said Johnson, “We just care abaut the bat-
tle and how consumers come out in that,
{Cabile] is the last bastion of monopoly
and consumers pay the price for thar.

“If this was just ancther coax line, it
wouldn’t matter to the groups joining
us. What's important [are] fiber and in-
teractive applications,” he added.

Members of the group's coalition in-
cludes such lebbying groups as the
World Iostitute on Disabilities (QOak-
land, Calif)), the League of United Latin
American Citizens (Washington, D.C),
Americans for Competitive Telecom-
munications (California) and Self Help
far the Elderly (California).

Consumers for Cable Choice esti-
mates its coalition members represent
about 365.000 consumers natienwide.

The anti-cable group's members say

they signied on top obtain timely infor-
mation on federal and state bills that af-
fect access to data services,

“This is important {o us because we

don't have any access,” said Betty Jo Toc-
cali, president of the California Small
Business Association. She said less than
10% af small (non-home-based) business-
es in California have access 10 breadband
services. Many rural businesses still can't
get digital-subscriber line service -— their
only breadband option, she said,

“We represent up to 57% of the econ-
omy, but [small firins| are the last 1o get
new services,” she said. Her own office
buliiding, near Los Angeles [nternation-
al Airpaort, only recently got the option
to add D5L. Local cable operator Com-
cast apparently has no intent to service
her building, she said.

Lynne McBride, director of govern-
ment relations for the California Farm-
ers Union, a lobby for family farmers.
said her group supports Cnnsumers
for Cable Choice because access to the
same data products found in urban and
suburban areas s critical to the family
farm’s survival. i

Coalition members reached hy Mudei-
channel News said they don't give Con-
sutners for Cable Choice money.

For example, the CSBA helped develop
awhite paper detailing the effect lack of
high-speed access has on business.

Johnson said the Web ads for its com-
panion site, mycablenightmare.com,
are placed on multiple newspaper sites
in California because the group feels the
state will host the next showdown over
rules governing cotnpetitive entry into
the cable business.

“We're getting a great deal of consum-
er press. My Cable Nighimare is striking
areal chord,” Jahnson said, adding that
his organization’s press releases are
gaining the attention of consumer af-
fairts beat reporters as they “iry to learn
this issue for the first time." »

1‘1EX_T ON THE GROUP’S AGENDA: NEW SERSEY. AFTER THAT: CALIFORNIA

onsumers for Cable Choice is trying to influence

tawmakers who are creating rules that govermn
new competitors in video services, Verizon Commu-
rications Ing, anticlpates that a bill # supports will
be a hot topic during the lame-duck session of the
New lersey Legislature, which began after Election
Day (Nov. 8).

Consumers for Cable Choice has set up a state
chapter Web presence there and sent maiters to
candidates for the state legisiatura, offering the
organization's spin on broadband issues.

“This isn't a grassroots organization — it's As-
troTurf,” said Mark Mevins, spokesman for the New
Jersey Cable Telecommunications Association.

The NICTA is alroveboard with the creation of s
suppart groups, according to Nevins, The cable as-
sociation supports New Jersey Communities 1st, a
coalition of mayors and other lacal officiais who are
concernad about the loss of local control should the
state legislature approve statewide franchising.

Cabie gfficials don't bankrall that association,
but do help with postage when New Jlersey Cammu-
nitles 1st does mailings, he said.

“No one paid any serious attention to them,”
Nevins said of the consumer group, “They try to play
as an independent third party, but it doesn't take
much digging to find they've a frant group for the
phone companies.”

Californla cable officlats also doubt the power of
Consumers for Cable Choice. In that state, legisla-
tors have met with telephone, electric-utility and
cable-company reprasentatives in cormmittee to
determina how, and if, the state’s cable-franchising
policy will be changed.

Current law mandates & level piaying fleld, mean-
ing the telephone companies woukd have to build
beyond thelr current corporate boundaries in order to
gain authorization to deliver video services statewide.
Verizon and SBC want that requirement eliminated.

Meanwhile, Verizon is pursuing local franchises
and has gained municipa! operating authority in
three Southem California communities.

California Cable Telecommunications Association
president Dannis Mangers said he believes legisla-
tors dan't put much stock In tha opinions of Con-
sumers for Gable Choice.

“This group has been exposed as a front group
for the Bells,” he said.

The leading legislators on telecommunications
issues — Assemblyman Lloyd Levine (D-Van Nuys)
and Sen, Martha Escutia (D-Montebells) — Indicate
they are interested In closing the digital divide, Marn-
gers said.

Consumers for Cable Chaice “is a subterfuge,
theater that won't win many points.” Mangers said,
adding the tefcos should spend their money further-
ing their participation in bilt negotiations.

The telcos found a recegtive audience te thelr
argument that cty-bycity franchising is toc time
consuming in Texas, the state where both Verizon
and SBC are based. This summet, Texas enacted a
statewide franehising system for new compatitors,

“I think they'm going te find this is nat Texas,” he
said, adding that California legisiators are showing
support for franchisefee payments, public-access
support and wider buildout plans than the tele-
phone companies would wam.

- Linda Haugsted




TelecomWeb Page 1 of 2

™ Which is more cost-eflicient?

| Cable Industry: Telcos Apparently Got What They Paid

For
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We've never been sure about exactly which
“consumers” many consumers’ groups purport
to represent, but TelecomWeb news digest's
sister publication CableFAX has given us a
clearer view of just who Consumers for Cable
Choice (www.consumers4choice.org)
represents.

CCC Executive Director Jim Conran told our
friends that Verizon gave a $75,000 startup
grant to the group, which was created last June, Advertisement

long about when telcos were fighting in such

states as Texas for video franchise rights. Verizon acknowledges giving CCC
money, but would not confirm how much. “We expect SBC will provide support” as
well, Conran says.

Subscribe CCC has become known for demanding that “outdated” video franchise
Newsstand requirements be reformed. Billing itself as a national alliance of consumer
Satellite Newsstand advocacy groups, private citizens and “others,” it says the “cable monopoly” has
Premium Services increased rates 86 percent in the past decade. Despite the cash influx from the
Point of View, telcos, Conran insists his group is independent in its positions (anyone can give

him money, he says). However, most of news stories on CCC's Web site focus on
telco entry into the marketplace.

Telecom tLabbyists

Money Trail : . .
“We aren’t against cable companies. We see cable franchises as the last of the

g great monopolles in the United States,” Conran maintains.

Catalog Last month, Texas Republican Gov. Rick Perry decided to sign a telecom-reform
bill that includes statewide Internet Protocol {IP} TV and cable franchise rights that
eliminates the need for companies to obtain individual franchises from each of the
hundreds of municipalities in the state, paving the way for rapid deployment of

Awards and Events
Spec

Financial Center IPTV by broadband providers (TelecomWeb news break, Sept. 8). The bill primarily

Ca benefits those telcos hungry to lure customers away from cable. At that time,

Calendar Verizon and SBC lauded the state action, as did the Consumers Alliance of the
Southeast, a 12-state regional consumer-advocacy coalition, and CCC. Surprise,
surprise,

TelecomWeb Network
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Novembar 7 - 10, 2008
.. Indlan Wells, California
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Cable 'coalitions’ sketchy
- David L.azarug
Wednesday, November 2, 2005

The group is called Consumers for Cable
Choice. It describes itself as "an alliance
of consumer organizations across the
nation committed to the development of
a competitive, vibrant cable
communications market."

The group says its goal "is an open, diverse, pro-consumer market for cable subscribers that
will stimulate price, choice and service options."

‘What's not to like?

For one thing, Consumers for Cable Choice, which presents itself to policymakers as the
voice of the people, isn't exactly a consumer group. Its "alliance of consumer organizations"
is actually a loose collection of regulatory gadflies and interest groups with ties to the
telecom industry. )

For another, Consumers for Cable Choice is funded to a large extent by phone giants
Verizon and SBC, which are set to offer TV service to millions of customers but want the
rules changed so they don't have to jump through as many regulatory hoops as cable
companies.

On Monday, the Federal Communications Commission approved SBC's takeover of AT&T
and Verizon's purchase of MCL

Bob Johnson, the president of Consumers for Cable Choice, acknowledged having received
$75,000 in startup funds from Verizon this summer and "a commensurate amount” from

SBC.

"It doesn't undermine the credibility of our organization,” he told me. "The bottom line is
that is that if you want to get your message out, you need the financial resources to do it."

Consumers for Cable Choice, Johnson argued, is firmly convinced that prices will come
down and service will improve if phone compantes can smoothly enter the TV business
using sophisticated fiber-optic networks.

And this will happen, he said, only if so-called franchise rules are relaxed nationwide,
allowing phone companies to bypass negotiations with local governments and to build

video-ready networks basically wherever they choose.

Franchise regulations for cable companies typically require that service be made available
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to all residents of a city. (In return, of course, they get a monopoly in their service areas.)

As it tums out, the position of Consumers for Cable Choice mirrors that of the telecom
W industry, which is aggressively lobbying lawmakers to make them exempt from franchise
rules for their TV offerings.

It also turns out that when he's not running Consumers for Cable Choice, Johnson is an
Indiana lawyer representing nearly two dozen telecom firms.

"This isn't about the messenger,” he insisted. "It's about the message. I'm more than happy
to take money from anyone who helps us address our message."

Well, that's the thing. Most reputable consumer advocates have strict policies about not
being financially beholden to industries with which they're concerned.

"We don't accept funding from any industry," said Jeannine Kenney, a senior policy analyst
at Consumers Union. "Our integrity is important to us."

Republican advocacy

Consumers Union has no relationship with Consumers for Cable Choice. It favors increased
competition in the cable business but is calling for rules that make phone companies
accountable to local communities before they roll out TV service.

None of the major consumer groups is listed as a supporter on the Web site of Consumers
w for Cable Choice. Of the groups that are listed, many are actually one-person operations
with fancy names and limited clout.

The California Alliance for Consumer Protection, for example, sounds sweeping in scope
but is essentially a single individual, Michael Ross, who calls himself a practitioner of
"Republican consumer advocacy.”

"Our motto is that competition is the highest form of consumer protection,” he said. "We
don't believe government should be there to protect consumers." '

Another backer of Consumers for Cable Choice is the Consumers Coalition of California.
It's the brainchild of a woman named Virginia Jarrow, who resides not in California but in
Texas.

Her main role in consumer protection, she said, is to file statements with regulators on a
variety of matters. "We're not grassroots,” Jarrow said. "We're intervenors."

She also issues press releases, such as a statement in February supporting the merger of
SBC and AT&T, which Jarrow said "will serve to ensure better services and new,
innovative technologies for consumers."

(Consumers Union, by contrast, said Monday that approval of the SBC and Verizon deals

"undermines more than 20 years of efforts to introduce competition into the residential local
m and long-distance telecommunications market.")
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Consumers for Cable Choice counts among its supporters the 200,000-member California
Small Business Association. The association's Web site lists SBC as its chief corporate

w sSponsor.

Consumers for Cable Choice also derives considerable legitimacy from the support of the
115,000-member League of United Latin American Citizens, or LULAC, the nation's
largest Hispanic organization.

Gabriela Lemus, the group's director of policy and legislation, said backing for Consumers
for Cable Choice was given in hopes that it would lead to greater diversity in the cable

industry. She also acknowledged that LULAC received a $1 million grant last year from
SBC.

Extensive industry ties

Lemus said she didn't know about the extensive ties between the telecom industry and
Consumers for Cable Choice. "It's something we need to sit down and talk about," she said.

As for the industry, Verizon spokesman Jon Davies said there's nothing unusual about his
company's financial support for a group that shares Verizon's goals.

“They have a similar mind-set and a similar agenda," he explained. "They're a legitimate
group. They believe in choice in the marketplace."

John Britton, an SBC spokesman, acknowledged providing funds to Consumers for Cable
m Choice but declined to give a precise amount.

"We definitely support their efforts," he said. "This issue is about making sure that
consumers benefit by not having unreasonable barriers to entry in the video market."

There's a phrase for organizations that pass themselves off as grassroots groups but are in
fact something else: Astroturf.

"We have always urged consumers to look askance at groups that have grown around a
particular issue and don't have a long track record," said Ken McEldowney, executive
director of Consumer Action in San Francisco.

He said he was approached by Consumers for Cable Choice months ago to sign on as a
supporter. He declined.

David Lazarus’ column appears Wednesdays, Fridays and Sundays. Send tips or feedback
to dlazarus@sfchronicle.com.
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SBC's $4 billion investment into IPTV ‘not much money for us to
burn’

By Leslie Cauley
USA TODAY

SAN ANTONIO — Sitting in his office, Randall Stephenson, the point man on SBC Communications’ Internet TV
project, is a picture of confidence.

But pressed on the question of whether SBC has made the right choice in betting on “IPTV” — short for Internet
Protocol TV — a cool but largely unproven technology, the 6-foot-4-inch Oklahoman blanches.

“If I bet wrong, | didn't break the future of this business,” counters Stephenson, who is also SBC's chief operating
officer. “For a company of this size, $4 billion is very little money. If | bet wrong, it's not much money for us to burn,”

So what's the backup plan if IPTV doesn't work out?

“We'll just switch gears and go fiber-to-the-prem,” he says matter-of-factly, using industry slang for running fiber-
optic lines directly to the premises, or home.

That, of course, is the strategy being embraced by Verizon, which doesn't think IPTV is ready for mass deployment.

Asked about this, Stephenson just shrugs. It's better to be flexible than dogmatic, he says, especially when new
technologies are involved.

“Necessity is the mother of invention,” he says.

Give Stephenson points for candor. After all, SBC is one of IPTV's most vocal proponents. The carrier plans to
spend $4 billion by 2007 to wire 18 million homes for the cutting-edge technology. The project, if successful, would
turn SBC into one of the largest purveyors of IPTV in the world.

But first it has to turn IPTV into a household product.

At the top of SBC's to-do list: getting IPTV to meet the "5-9s” standard — a reference to the 99.999% network
reliability standard that the phone industry has observed for years.

IPTV works fine in the tab, where conditions are pristine. But throw IPTV into a live, working network with mitlions of
paying customers, and all bets are off,

Indeed, nobody knows how IPTV will behave once it is “scaled,” or rolled out, to millions of paying customers. One
of the largest IPTV installations in the world is in China, and that one has only about 500,000 customers.

“Scaling is clearly an issue,” says Jeff Weber, an SBC vice president in charge of IPTV. “And anybody who tells
you otherwise isn't just dumb — they're lying.”
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Scaling isn't the only issue, however. SBC also has to build numerous support systems — provisioning, customer
service and billing, for instance. In addition, it has to train installation crews to deal with IPTV's many nuances.

Despite the hassle, Stephenson says SBC is firmly committed to the technology. He also thinks SBC can stick to its
deployment schedule, more or less. Right now, he says, SBC is running only about four months late.

“If { miss, | only miss by one or two quarters,” he says.

The wildcard is Microsoft. The tech giant is developing the operating system that will form the heart of SBC's IPTV
service — and it isn't close to done.

There's also the question of whether the half-dozen or so vendors supporting the project can get their hardware
and software to mesh properly. Getting it perfect right out of the box is critical.

Cable TV set-top boxes also have to be designed and built. Weber notes that the set-top software can't be
completed until Microsoft's work is done. The list goes on.

Stephenson has heard it all before. “There's not much | can do to quiet the doubters,” he says. “All | can do is
execute.”
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